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RBI MPC Highlights

Rate hike by 25bps, Stance changed to ‘Calibrated Tightening’

October 2026



RBI MPC Oct’26 - Quick Overview
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In an unanimous decision, the MPC hiked the repo rate by 25 bps to 5.50% (in line with
market expectation) and changed the stance to calibrated tightening from neutral. The
RBI highlighted that inflation is no longer as benign as last year, warranting a recalibration
of the policy rate.

The RBI revised its inflation forecast higher, with average FY27 CPI forecast increased
marginally to 5.2% from 5% earlier and core inflation increased by 10 bps to 4.4%. The
revision reflects higher inflation expectations and broadening price pressures. While near-
term pressures remain largely supply-side driven, the MPC flagged emerging signs of
second-round effects and generalization of price pressures, warranting closer monitoring.

Growth outlook remains resilient despite geopolitical and weather-related risks, supported
by strong domestic demand, robust manufacturing and services activity, healthy credit
flows, investment and buoyant exports. Q1IFY27 GDP growth at 7.8% came in significantly
stronger than expected, with the RBI revising Q2 and Q3 growth estimates higher, while
the QIFY28 estimate has been revised lower. Overall, the growth outlook remains broad-
based, with strong capacity utilization, credit growth and infrastructure activity expected to
support momentum.

Overall, policy stance has turned distinctly hawkish, with the shift to calibrated tightening
signaling a clear focus on containing inflation risks. With growth remaining supportive, the
RBI ruled out any scope for further monetary accommodation, with the policy path likely to
remain focused on tightening rates depending on the evolution of inflationary pressures.

Source: RBI MPC statement
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Rate Hike Cycle Commenced - Early signs that it could be higher than expected

= Repo rate hiked by 25bps to 5.5%; stance shifted from neutral to calibrated tightening
» QIFY27 actual growth significantly stronger than estimate | FY27 growth raised to 7.1% from 6.7% | Growth projections for Q1FY28 revised downwards to 7.1%
= FY27 inflation projected higher at 5.2%, Core inflation forecast increased by 10 bps

= Policy was more hawkish than expected, with the 25 bps repo rate hike and shift to calibrated tightening reflecting heightened concern around the inflation outlook.
The upward revision in FY27 inflation forecast, alongside evidence of elevated inflation expectations and broadening price pressures, appears to have reduced the
RBI's comfort on inflation. With growth remaining resilient and the RBI explicitly ruling out near-term rate cuts, the policy stance suggests that further easing is off
the table, with future action likely to be either a pause or additional tightening depending on the evolution of inflation and macro scenario.

= That said, the RBI's own forecasts imply average inflation of ~5.85% in H1 CY27, while the repo rate remains at 5.5%, suggesting the possibility of a negative real
policy rate while growth is expected to remain above 7% - keeping the policy bias tilted towards further tightening if inflation pressures persist.

= Global policy rates and bond yields have also moved higher, adding to the broader tightening bias. While the RBI has reiterated that domestic factors will remain the
key drivers of policy decisions, higher global yields and tighter financial conditions remain relevant considerations, particularly amid elevated inflation and energy-
price risks.

= |n the post-policy conference, Governor indicated that the RBI will continue to calibrate liquidity conditions to ensure that the WACR* remains aligned with the repo
rate. While system liquidity remains in surplus, the RBI retains flexibility to use OMO sales, FX swaps and other liquidity-management tools as required, suggesting
that excess liquidity is unlikely to materially dilute the transmission of the tighter policy stance.

Assessment

= Post the announcement, bond yields hardened, with the 10Y yield rising ~5 bps to ~7.27%, while the INR weakened by ~50 paise from ~96.4 to ~96.9/USD.

= Swap markets suggest another 3-4 rate hikes over the next 12-months and today’s policy announcement has hinted at an alignment to these market
expectations, as also the magnitude of expected rate hikes. We expect another 2 rate hikes by end FY27, with the possibility of another 1-2 in FY28, that would
however depend upon the global rate cycle, the strength of the USD and local inflationary conditions.

= Consequently, the shorter end of the yield curve is likely to remain elevated, while the longer end too could inch higher.

= From a strategy perspective, we favour money market and short-term accrual-led roll-down strategies, with a focus on high-quality - i.e target maturity funds
and ST/ money-market oriented strategies. Besides, we continue to like Real-asset income strategies (INVits, Reits) and cherry-picked structured credit
opportunities

Implication

X A sharp energy-price shock and/or disorderly rise in global bond yields could accelerate domestic inflation and yield pressures.
X Sharper-than-expected growth moderation in 2HFY27 could complicate the policy and fiscal trade-off just as inflationary pressures are building.
X Adverse weather conditions, including El Nifio-related risks and uneven monsoon rainfall, could add to food inflation pressures.

Source: RBI MPC statement *WACR - weighted average call rate + .
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Disclaimer

Spark PWM Private Limited (formerly known as Spark Family Office and Investment Advisors (India) Private Limited) (“Spark PWM?”) is registered with SEBI as a Portfolio Manager, Stock
Broker, Research Analyst, and Mutual Fund Distributor with Association of Mutual Funds of India.

Spark PWM makes no representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this document. The
contents of this document are not intended to provide any advice and / or recommendation relating to taxation, legal, business or investment matters and readers are encouraged to seek
professional advice on same. The information and opinion expressed in this document do not constitute an offer or an invitation to make an offer, to buy or sell any securities. This
document does not contain details of any exchange traded products and Spark PWM may act as a distributor, and hence disputes arising under, out of, or in connection with the contents
of this document shall not have access to exchange investor redressal or Arbitration mechanism. This document is provided / distributed by Spark PWM on a strictly confidential basis for
the exclusive use of the recipient and has been obtained from published information and other sources, which Spark PWM or its affiliates consider to be reliable.

Each recipient of this document should make such analysis as it deems necessary to arrive at an independent evaluation with respect to the information provided in this document and
should consult their own advisors to determine the merits and risks of such information. Investment in securities market are subject to market risks. Read all the related documents
carefully before investing. Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to
investors. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or
published, copied, in whole or in part, for any purpose. This document is not directed or intended for distribution to or use by any person or entity who is a citizen or resident of or located
in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Spark PWM and/or
its affiliates to any registration or licensing requirement within such jurisdiction. Persons in whose possession this document may come are required to inform themselves of and to
observe such applicable restrictions.

This document has been prepared and dependent entirely on the information, which is already available in publicly accessible media, without independent verification on the accuracy
and completeness of the information. All valuation amounts or opinions as to valuation and other financial parameters (if any) specified herein are only indicative and are not intended to
be relied upon as a certificate of valuation of the Company, a fairness opinion or any certification or opinion of Spark PWM on the fair value or valuation of the Company and may not be
used as such by the Company or any Recipient or any other person for the purposes of any law or regulation, including the Companies Act, 2013, SEBI regulations or foreign exchange
regulations. The securities quoted, if any, are for illustration purposes only and are not recommendatory in nature.

Neither Spark PWM nor its affiliates or their respective directors, employees, agents or representatives shall be responsible or liable in any manner, directly or indirectly, for views or
opinions expressed in this document or the contents or any errors or discrepancies herein or for any decisions or actions taken by relying on the document or the inability to use or access
our service or for any loss or damages whether direct or indirect, incidental, special or consequential including without limitation loss of revenue or profits that may arise from or in
connection with the use of or reliance on this document.

Spark PWM Private Limited (formerly known as Spark Family Office and Investment Advisors (India) Private Limited). Registered Office: No. 1, 3rd Floor, First Crescent Park Road, Gandhi
Nagar, Adyar, Chennai 600 020; CIN: U66190TN2012PTC086696; Telephone No.: +91 44 69250000; Website: www.sparkcapital.in; Correspondence Address: Solitaire Corporate Park,
unit 1252 , Building no 12, Andheri Kurla Road, Chakala, Andheri (East), Mumbai 400 093; Telephone No: +91 22 62916700; SEBI Registrations (Stock Broker: INZ000285135; Portfolio
Manager: INP200007274; Research Analyst: INH200008954; Depository Participant: IN-DP-757-2023); AMFI - Registered Mutual Fund Distributor: ARN 86685. Compliance Officer
details: Mr. Anupam Mohaney; Tel: +91 22 62916700 or email: pwm.compliance@sparkcapital.in.
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